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SUBJECT: EXIM FINANCING OF PURCHASE OF 747S BY PIA 

REF: ISLAMABAD 2166 

1 . ON TUESDAY, APRIL 11, GOP SECRETARY ECONOMIC AFFAIRS 
DIVISION, AFTAB AHMED KHAN, RAISED THE SUBJECT AT A 
MEETING WITH ACTING AID DIRECTOR HANDLY AND AID/WASHINGTON 
PAKISTAN/NEPAL OFFICE DIRECTOR GEORGE. 

2. AFTAB STATED THAT NEGOTIATIONS WERE PRESENTLY GOING 
ON IN WASHINGTON WITH EXIM ON PURCHASE OF BOEING 747S 
FOR PIA. HE SAID EXIM HAD INSISTED ON PROVISION THAT 
TRANSACTION WOULD NOT BE SUBJECT TO DEBT RESCHEDULING 
EFFORT BY GOP AND THAT GOP HAD CONCURRED. EXIM HAD 
ALSO INSISTED UPON FULL GOVERNMENT GUARANTEE OF THE 
LOAN AND GOP HAD ALSO AGREED TO THIS PROVISION. AFTAB 
REPORTED THAT EXIM HAD ALSO INSISTED THAT AN "ESCROW" 
ACCOUNT OUTSIDE THE COUNTRY BE ESTABLISHED AND THAT 
THIS PROVISION WAS NOT ACCEPTABLE. 

3. AFTAB REQUESTED EMBASSY/AID ASSISTANCE ON THIS QUESTION. 
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HE SAID THE GOP HAD NEVER PROVIDED AN ESCROW ACCOUNT FOR 
SIMILAR TRANSACTIONS AND CONSIDERED EXIM INSISTENCE ON THIS 
AS BELITTLING THE COUNTRY AND TREATING THE GOP AS A NON- 
RESPONSIBLE DEBTOR. HE ALSO STATED THAT GOP AGREEMENT TO 
SUCH A PROVISION WOULD RESULZGIN ALL OTHER CREDITIORS 
REQUIRING SIMILAR PROVISIONS WHICH WOULD BE INAPPROPRIATE 
FOR PAKISTAN. 
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4. THIS MATTER WAS AGAIN RAISED WEDNESDAY EVENING, 

APRIL 12, BY AFTAB IN DISCUSSION WITH THE AMBASSADOR 

AND ACTING DIRECTOR HANDLY, WITH THE URGENT REQUEST THAT 
HIS VIEWS BE CO- 
MMUNICATED TO WASHINGTON AND TO EXIM. 

AFTAB ADVISED THAT HE PERSONALLY KEPT OUT OF SPECIFIC NE- 
GOTIATIONS BUT KNEW THAT PIA PREFERRED 747S. HE NOTED THAT 
FRENCH OFFER ON AIRBUS CARRIED NO SUCH ONEROUS REQUIREMENT 
FOR AN ESCROW ACCOUNT AND THAT HE WAS PREPARED TO RECOMMEND 
PIA PROCUREMENT OF ALTERNATIVE AIRCRAFT IF EXIM COULD 
NOT WAIVE ESCROW ACCOUNT REQUIREMENT. 

5. WHEN THE EMBASSY FIRST RAISED THE ISSUE WITH THE GOP 
(REFTEL), THERE APPEARED TO BE NO PROBLEM IN PRINCIPLE. 

HOWEVER, AFTAB OBVIOUSLY FEELS QUITE STRONGLY ABOUT THE 
INAPPROPRIATENESS OF THE FOREIGN ACCOUNTS PROVISION FOR 
PAKISTAN. 

6. IT WOULD SEEM TO US THAT THE GOVERNMENT GUARANTEE AND 
THE GOP AGREEMENT TO THE PROVISION ON DEFAULT IN EVENT OF 
RESCHEDULING SHOULD BE ENOUGH TO ALLOW THE LOAN TO GO 
THROUGH. WHILE WE DO NOT KNOW THE PRECISE TERMS OF THE 
OVERSEAS FOREIGN EXCHANGE ACCOUNT, EXIM IS REQQRING, WE 
WONDER WHETHER THE CONCEPT PROVIDES SUFFICIENT ADDITIONAL 
SECURITY BEYOND GOP GUARANTEES TO WARRANT POSSIBLE LOSS 
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OF THE SALE AND OBVIOUS OFFENSE TO THE GOP. WE BELIEVE IT 
IS IN OUR INTEREST, BOTH COMMERCIAL AND FOREIGN POLICY, TO 
BE SYMPATHETIC ON THIS ONE AND WE URGE THE AGENCIES 
CONCERNED TO FIND A SATISFACTORY WAY OUT. 

HUMMEL 
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